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CHECKLIST OF EITF CONSENSUSES
This checklist was developed by the staff of the Technical Information
Division of the AICPA as a nonauthoritative technical practice aid.
Readers should be aware of the following:
o

The checklist has been updated to include EITF Consensuses
through Issue No. 90-5 (last discussed at the March 8, 1990
meeting). The checklist should be modified, as appropriate,
for subsequent consensuses.

o

The checklist should be used by or under the supervision of
persons having adequate technical training and proficiency in
the application of generally accepted accounting principles,
generally accepted auditing standards, statements on stan
dards for accounting and review services, and statements on
standards for attestation engagements.

o

Use of this checklist requires the exercise of individual pro
fessional judgment. The checklist is organized by topic.
Most likely, not every topic will apply to every engagement.

o

The checklist does not represent minimum requirements and does
not purport to be all-inclusive.

Users of the checklist are urged to refer directly to applicable
authoritative pronouncements. If you have further questions, call the
AICPA Technical Hotline (see back cover).

John Graves
Director
Technical Services
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Appendix A

INTRODUCTION
.01 The Financial Accounting Standards Board (FASB) established
the Emerging Issues Task Force (EITF or task force) in July 1984 to
assist the FASB in the early identification of (1) emerging issues
affecting financial reporting and (2) problems in implementing
authoritative pronouncements. After those issues and problems are
identified, the task force attempts to resolve them by consensus.
.02 The EITF is not an accounting standards setting body. The
EITF's discussion of issues and the relevant accounting pronouncements
helps the FASB better understand the emerging issues and may indicate
that no immediate action by the FASB is needed. The EITF might reach
a consensus that the accounting for a particular transaction or issue
is clear or a particular transaction or issue is analogous to a trans
action or issue for which the accounting already is clear. A con
sensus among the 13 EITF members is recognized if no more than two
members disagree with the conclusion. The SEC's Chief Accountant said
he would challenge any accounting that differs from a consensus of the
EITF because the consensus position represents the best thinking on
areas lacking specific standards.
.03 In implementing the EITF consensuses, the task force stated
a majority of its members would permit prospective application of a
change in accounting method to adopt a new EITF consensus. However,
the FASB staff's opinion is to follow APB Opinion No. 20, Accounting
Changes, which requires a cumulative catch-up adjustment.
.04 This checklist contains an up-to-date summary of issues on
which the EITF has reached a consensus. It omits any issues on which
(1) no consensus was reached, and (2) those that subsequently were
superseded by an FASB Statement, Interpretation, or Technical Bulletin
.05 Issues added to the EITF agenda are assigned numbers in
sequence beginning with the year followed by the issue number. The
EITF may discuss an issue at more than one meeting, and on occasion
has changed the consensus previously reached. The issue number, how
ever, does not change.
.06 Many auditors and accountants use checklists as practice
aids to prepare financial statements and reports. Authoritative
literature does not require the use of checklists, nor does it
prescribe their format or content.
.07 This checklist consists of brief questions accompanied by
reference to the EITF Issue number and topic. Accordingly, this
checklist may serve as a convenient memory aid, but cannot be used as
a substitute for direct reference to the authoritative literature.

vii

Additional background data is available in the EiTF Abstracts (a
copyrighted summary of proceedings of the EITF published by the FASB)
or the Issues Summary (also published by the FASB) and related attach
ments, which are the discussion materials distributed to each EITF
member. The minutes of each EITF meeting also are available through
the FASB.
.08 Checklists provide for checking off or initialling each
question. The format of this checklist is a typical one: it provides
for "yes", "no", and "not applicable". If "no" is checked off, an
explanation should be provided.
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CHECKLIST QUESTIONNAIRE
CHAPTER 1
BUSINESS COMBINATIONS
Yes

NO

N/A

Purchase of Stock Options and Stock Appreciation Rights
in a Leveraged Buyout
In a leveraged buyout (LBO) transaction, was com
pensation expense recorded for the amount paid by
the target company to buy out the outstanding stock
options or stock appreciation rights?
[EITF 84-13]

___

Settlement of Stock Options and Awards
In a purchase business combination, if the target
company settles stock options voluntarily as part
of the plan of acquisition, was the settlement
recognized as compensation expense in the separate
financial statements of the target company?
[EITF 85-45]

___

Securities That Can be Acquired for Cash in a Pooling
In a pooling of interests business combination, were
options, warrants, or convertible securities evalu
ated to determine if they qualify as the equivalent
of common shares for the purpose of issuing those
securities in the transaction?
[EITF 85-14]

___

Pooling With 10 Percent Cash Payment Determined by
Lottery
In a pooling of interests business combination with
a 10% cash lottery feature, was the stock purchased
(for a cash payment determined by lottery) limited to
10 percent (where the offer was made for substan
tially all the common stock of the target company)?
___
[EITF 86-10]
The 90 Percent Test for a Pooling
If a new company was formed to combine two or more
companies, was pooling of interests accounting fol
lowed if that accounting would have been required
had at least one of the combining companies acted as
the issuing company?
[EITF 87-16]

___
1-1

Yes
Pooling of Companies That Do Not Have a Controlling
Class of Common Stock
In a business combination (where one company has
common stock and the other only voting preferred
stock), was pooling of interests accounting followed
only if the issuing company exchanges its common
stock for substantially all of the voting common
and preferred stock of the other combining company?
a.

___

If the issuing company has no controlling class
of common stock but does have voting preferred
stock outstanding, was pooling of interests
accounting followed only if the issuing company
exchanged its common shares for sufficient
shares of its outstanding voting preferred stock
so that a controlling class of common stock with
voting control was created prior to or at the
date of combination?
[EITF 87-27]

Post-Retirement Benefits of an Acquired Company
In a purchase business combination, if the acquired
company has an unfunded obligation for other post
employment benefits (OPEBs) that are vested, and
accounts for OPEBs on a pay-as-you-go basis, were
the following considered:
a.

Did the company follow the preferable practice
of recording a liability for the unfunded obli
gation of the vested OPEBs of the acquired com
pany?

b.

Was the recorded liability reduced for payments
relating to specific individuals and the speci
fic amount of benefits included in the calcula
tion of the liability at the purchase date?

c.

Were changes to the original estimate of the
liability at the purchase date recognized in
income?

d.

That the acquiring company is not required to
adopt the accrual method for OPEBs as a result
of the acquiring company's decision to recog
nize a liability in the purchase price alloca
tion?
[EITF 86-20]

Allocation of Purchase Price to Assets to be Sold
In a purchase business combination financed by debt
1-2

___

No

N/A

Yes

No

N/A

to be repaid from the proceeds of the sale of a
subsidiary of the acquired company within one year,
were the (1) net cash flows from the subsidiary to
the sale date, (2) interest during the holding
period, and (3) proceeds from that sale, considered
in allocating the purchase price (at the date of
combination) of that subsidiary?
a.

Were the above three items excluded from the
earnings of the acquired enterprises' consoli
dated financial statements?
[EITF 87-11]

Effect of a Standstill Agreement on a Pooling
If the enterprise entered into an agreement with a
more-than-10-percent shareholder that prohibits
that shareholder from acquiring additional shares
of the enterprise or its successors for a period of
years ("standstill agreement"), were the following
considered:
a.

That pooling-of-interests accounting is not
precluded by the standstill agreement with a
less-than-a-majority shareholder if the
agreement was not made in contemplation of the
business combination?

b.

That a standstill agreement (made in contempla
tion of a business combination) with a morethan-10-percent shareholder for shares of the
combined company that will be outstanding,
would preclude a pooling?

c.

That a standstill agreement (made in contempla
tion of a business combination) by a 10-percentor-less shareholder would preclude a pooling if
that shareholder and other dissenters aggre
gated more than 10 percent?
[EITF 87-15]

Accounting Basis for a Master Limited Partnership
If a master limited partnership (MLP) is formed,
was the historical basis of accounting carried over
and a new basis of accounting avoided?
If two or more legally separate limited partnerships
are combined into one master limited partnership,
were the transaction costs expensed?
[EITF 87-21]
1-3

Yes
Controlling Preferred Stock in a Pooling
If preferred stock is the controlling voting inter
est, and in a business combination, voting pre
ferred stock is issued for voting preferred stock
and common stock for common stock, was the transac
tion recorded as a purchase?
If each company in the combination creates a
controlling class of common stock by converting a
sufficient number of preferred shares into common
shares, and one company issues its common stock for
common stock and its voting preferred stock for
voting preferred stock (and the transaction other
wise meets the conditions for a pooling of
interests), was the transaction recorded as a
pooling of interests?
[EITF 88-26]
ESOP Unallocated Shares in a Business Combination
If the Employee Stock Ownership Plan (ESOP) holds
unallocated ESOP shares in its treasury and those
shares are used in a business combination, were
those shares not considered tainted for purposes of
determining whether the pooling of interests method
is appropriate for a business combination, unless
(1) there is more than a remote possibility of the
shares reverting to the company, (2) there is an
agreement of intent to reacquire the shares or (3)
the shares were acquired to circumvent the require
ments of APB Opinion No. 16, Business Combinations
(AC B50)?
[EITF 88-27]
Basis in a Leverage Buyout Transaction
If there was a leveraged buyout (LBO) transaction
involving a change in control of voting interest,
was there a change in the basis of the assets and
liabilities acquired?
[EITF 88-16]
Exchanges for a Noncontrolling Equity Interest
If an enterprise transfers ownership of an asset
whose value exceeds its basis to a newly created
entity in exchange for a minority interest in that
entity, was full gain recognition avoided?
[EITF 89-7]

1-4

No

N/A

Yes

No

N/A

Exchanges of Ownership Interests Between Entities Under
Common Control
If the parent transferred its investment in Sub B
to Sub A in exchange for additional shares of Sub
A, did the consolidated financial statements of
Sub A reflect the assets and liabilities of Sub B
at the parent's historical cost as required under
AICPA Interpretation 39 to APB Opinion No. 16
(AC B50.645-648)?
If Sub A acquired the minority interest of Sub B,
was it accounted for as a step acquisition of the
minority interest in Sub A's consolidated finan
cial statements in accordance with FASB Technical
Bulletin No. 85-5 (AC B50)?
[EITF 90-5]
Accounting for a Change in Goodwill Amortization for
Business Combinations Initiated Prior to the Effective
Date of FASB Statement No. 72
If an enterprise now adopts the provisions of FASB
Statement No. 72, Accounting for Certain Acquisi
tions of Banking or Thrift Institutions, to account
for goodwill that arose in a purchase business
combination initiated prior to September 30, 1982,
was it reported as a change in accounting principle
and accounted for by a cumulative effect adjustment
in accordance with APB Opinion No. 20, Accounting
Changes (AC A06)?
[EITF 89-19]

1-5

CHAPTER 2
FINANCIAL INSTITUTIONS
Yes

No

N/A

ADC Loans
If the financial institution entered into an acqui
sition, development, and construction loan ("ADC
loans") to acquire operating properties, and granted
the lender a right to participate in residual profits
from the sale or refinancing of the property, was
consideration given to:
a.

Whether the arrangement should be accounted for
as a loan, as an investment, or as an interest
in a joint venture as required by AcSec Practice
Bulletin 1 of the AICPA or the AICPA Third Notice
to Practitioners?

b.

If a public company, the provisions of SEC Staff
Accounting Bulletins 71 and 71A, Views Regarding
Financial Statements of Properties Securing
Mortgage Loans which provides guidance on mort
gage loans that in economic substance represent
an investment in real estate or a joint venture
rather than a loan?
[EITF 84-4 and 86-21]

Mortgage Loan Payment Modification
If under a mortgage loan agreement the borrower
increases his mortgage payments for a specified
period, and at its conclusion the lender forgives a
portion of the remaining principal of the loan, did
the lender accrue expense for the partial forgive
ness over the period of increased payments?
[EITF 84-19]
Sale of Loans With a Partial Participation Received
If an enterprise sells a loan to pay a yield below
the face rate of the loan, thereby retaining a share
in some of the interest income over the period the
loan remains outstanding, and also retaining the
servicing rights and the excess interest, was gain
recognition limited to the gain that would be
recognized if the loans were sold outright?
[EITF 84-21]

2-1

Yes
Equity Certificates of Deposit
If a savings and loan association issues "equity
certificates of deposit" that pay a stated
guaranteed rate plus a contingent rate supplement
based on performance of specified assets, was the
contingent interest expense recognized in the same
period the earnings or gains (related to the desig
nated assets) was recognized?
[EITF 84-31]
Amortization of Thrift Intangibles
In a savings and loan acquisition, were any "uniden
tifiable intangible assets" (the amount by which the
fair value of liabilities assumed exceeds the fair
value of the tangible and identifiable intangible
assets acquired) amortized to expense in accordance
with:
a.

Paragraph 5 of FASB Statement No. 72, Accounting
for Certain Acquisitions of Banking or Thrift
Institutions (that is, over a period no greater
than the estimated remaining life of the long
term interest-bearing assets acquired)?

b.

APB Opinion No. 17, Intangible Assets (AC I60)
for any additional goodwill recognized?
[EITF 85-8]

Sale of Mortage Servicing Rights
If mortage servicing rights that include a partici
pation in the future income stream of the serviced
loans were sold, was the gain recognized at the sale
date?
[EITF 85-13]
EPS Effect of Equity Commitment Notes
If the enterprise issued equity commitment or equity
contract notes to be repaid by issuing common or
preferred stock, were the notes excluded in com
puting earnings-per-share unless the notes specifi
cally require common stock to be issued?
[EITF 85-18]
Recognition of Fees for Guaranteeing a Loan
If the enterprise as guarantor "lends" its creditworthiness to another party (borrower) for a fee,
was the following considered:
2-2

No

N/A

Yes
a.

Was the fee income recognized over the guarantee
period?

b.

Were the direct costs associated with the
guarantee recognized in a manner relative to the
fee income?

c.

If material, is the guarantee disclosed in a
note?

d.

Was an assessment made of the probability of
loss to determine if a liability should be
accrued?
[EITF 85-20]

No

N/A

Disallowance of Income Tax Deduction for Core Deposit
Intangibles
If the IRS disallowed a financial institution’s
deductions of a "core deposit intangible" acquired
in the purchase of a financial institution, was the
following considered:
a.

Was the impact of the IRS adjustment accounted
for as a change in an accounting estimate?

b.

Was the remaining carrying amount of the core
deposit intangible evaluated together with the
goodwill in accordance with APB Opinion No. 17,
Intangible Assets (AC I60)?

c.

Was the amortization pattern not changed?
[EITF 85-33]

FSLIC Management Consignment Program
If a savings and loan association was acquired by
the Federal Savings and Loan Insurance Corporation
or a successor governmental agency under a Manage
ment Consignment Program, were the following con
sidered :
a.

Was the same accounting treatment applied
whether the former institution was a stock or
mutual institution?

b.

That the transfer of assets and liabilities to
the newly chartered corporation does not consti
tute a business combination as defined in APB
Opinion No. 16, Business Combinations (AC B50)?

___

2-3

Yes
c.

Were the transferred assets and liabilities
reevaluated?

d.

That it’s inappropriate to carry-over the his
torical cost basis of the assets and liabili
ties?

e.

If FASB Statement No. 96, Accounting for Income
Taxes has not been adopted, were the values of
the assets and liabilities transferred deter
mined in accordance with paragraphs 87-89 of APB
Opinion No. 16, Business Combinations (AC B50)?

f.

Was the fair value of identifiable intangibles
that could reliably be measured (e.g., servicing
rights on loans owned by others) recognized by
the new institution?

g.

Was the amount of the excess of liabilities over
identified assets acquired classified as deficit
equity, not as goodwill, and presented separate
ly from subsequent retained earnings?

h.

Did the new values assigned become the new cost
basis, and did subsequent accounting follow
GAAP (that is, assets should not be marked to
market on a continuing basis)?

i.

Was the accounting for the ultimate disposition
of the institution consistent with current
accounting for similar events?
[EITF 85-41]

___

Sale of Mortgage Servicing Rights
If mortgage servicing rights were sold, was the
sale recognized on the closing date of the sale
rather than on the agreement date?
If the seller agreed to subservice the mortgage loans
for a short period of time after the closing date,
was the sale still recognized on the closing date?
[EITF 89-5]
Deposit Float of Banks
Does the bank record an asset and liability for the
"deposit float" (that is, before deposited checks
drawn on other banks are collected)?
[EITF 84-9 and Practice Bulletin 1, Exhibit G]

2-4

___

No

N/A

Yes

No

N/A

Amortization of Goodwill
If, in a purchase acquisition of a financial insti
tution, the fair value of liabilities assumed (which
includes a premium assigned to time savings deposits
because rates were higher than prevailing rates at
acquisition date) exceeds the fair value of the
tangible and identifiable intangible assets acquired,
(and the unidentifiable intangible assets exceeds
the discount on the long-term interest-bearing
assets of the acquired enterprise), was that excess
(referred to as Statement 72 goodwill) amortized to
expense over a period no greater than the estimated
remaining life of the long-term interest-bearing
assets acquired?
a.

Was any additional goodwill recognized in the
acquisition amortized in accordance with APB
Opinion No. 17, Intangible Assets (AC I60)?
[EITF 85-42]

Difference Between Loan Loss Allowances
Were any differences between GAAP and regulatory
accounting principles (including differences in loan
loss allowances) reconciled?
[EITF 85-44]
Indexed Debt Instruments
If indexed debt instruments with guaranteed and con
tingent payments are issued, and the investor's
right to contingent payments is separable, were the
proceeds allocated between the debt instrument and
the stated rights to receive such payments?
a.

Was the premium or discount on the debt instru
ment resulting from the allocation accounted for
in accordance with APB Opinion No. 21, Interest
on Receivables and Payables (AC I69)?

b.

If the applicable index value increased requir
ing the issuer to pay the investor a contingent
amount at maturity, was a liability recorded for
the amount the contingent payment exceeds the
amount originally attributed to the contingent
payment feature?

2-5

Yes
c.

If no proceeds were allocated to the contingent
payment, was the additional liability (due to
the fluctuating index) accounted for as an
adjustment of the carrying amount of the debt
obligation?
[EITF 86-28]

Sale of Mortgage Servicing Rights
If an enterprise transfers mortgage servicing rights
to a third party and the transferor enters into a
subservicing agreement, was any gain deferred?
[EITF 87-34]

2-6

NO

N/A

CHAPTER 3
FINANCIAL INSTRUMENTS
Yes

NO

N/A

Interest Rate Swaps
If a termination of an interest rate swap occurred
that was accounted for as a hedge, was the gain or
loss deferred and recognized when the offsetting
gain or loss will be recognized on the hedged trans
action?
If there is an underlying debt obligation on the
balance sheet of a company entering into an interest
rate swap, was the swap arrangement accounted for
like a hedge of the obligation, and interest expense
recorded using the revised interest rate, with any
fees or other payments amortized as yield adjust
ments?
[EITF 84-7 and 84-36]
Deferred Interest Rate Setting
If an enterprise issues debt at a fixed rate and
simultaneously enters into a deferred interest rate
setting arrangement (whereby the rate is based on
the market rate at a specified future date), was any
amount received or paid accounted for as a yield
adjustment to interest expense over the term of the
debt?
[EITF 84-14]
Long-Term Debt Repayable by Capital Stock
If a parent company forms a subsidiary that in turn
forms a trust to issue debt repayable solely by the
issuance of the parent company's common stock, was
(1) that subsidiary consolidated, (2) the debt
treated as a liability, and (3) the related interest
expense included in the income statement?
[EITF 84-40]
Revenue Recognition on Option to Purchase Stock of
Another Entity
If the enterprise invested in the common stock of
other enterprises and issues debt securities with
detachable warrants that can be exchanged for shares
of that investment, was a liability recorded for the
warrant value, and no income recognized until the
warrants expire unexercised or are exercised?
[EITF 85-9]
3-1

Yes
Accrued Interest Upon Conversion of Convertible Debt
If convertible debt was converted to equity securi
ties and the accrued interest or imputed interest
(zero coupon debt) is forfeited, was the interest
amount, net of related income tax effects, charged
to interest and credited to capital as part of the
cost of the securities issued?
[EITF 85-17]
Sale of Preferred Stock With Put Warrants
If the financial institution owns preferred stock
with no mandatory redemption feature (known as per
petual preferred stock) and transferred them at ori
ginal cost that was higher than current market
value, and there is a simultaneous grant of a put
option to the transferee to sell the stock back to
the enterprise at a fixed price at a future date,
were the following considered:
a.

If it's not probable the put option will be
exercised, was a sale recorded?

b.

If it's probable the put option will be exer
cised, was the transaction recorded as a borrow
ing?

c.

If it's probable the option will be exercised
and the transaction is recorded as a borrowing,
was the difference between the original sale
price and the put price amortized over the
period to the first date on which the put may be
exercised?

d.

If the transaction is considered a borrowing,
are the securities still accounted for under the
requirements of FASB Statement No. 12, Account
ing for Certain Marketable Securities (AC I89)?
[EITF 85-25]

Sales of Marketable Securities With Put Warrants
For the sale of marketable securities with put
option arrangements (i.e., the seller grants a put
option to a third-party buyer that grants the buyer
an option to sell the security back to the seller at
a fixed price in the future), were the following
considered:
a.
3-2

If it's probable the put option will be exer
cised, was the transaction accounted for as a

No

N/A

Yes

No

N/A

borrowing and any difference between the sale
proceeds and the put option accrued as interest
expense and any impairment in the underlying
security not recognized?
(i)

b.

Was the difference between the original
sale price and the price amortized over
a period shorter than the expected re
maining life of the security?

If it’s not probable the put option will be
exercised, was the transaction accounted for
as a sale?
(i)

(ii)
(iii)

In assessing probability, if the trans
action involves the transfer of a secur
ity with a put option extending beyond
50 percent of the expected remaining life
of the security, was the transaction
considered a sale?
Was the asset (security) removed from
the balance sheet?
If the sale transaction involved a gain,
was the gain deferred until expiration
of the put without exercise?

c.

If considered a borrowing, is there a continual
reassessment of the probability the put will be
exercised and the appropriate accounting adopted
under (a) or (b) above?

d.

If considered a sale and later it becomes prob
able the put option will be exercised, was an
immediate accrual made of any loss expected upon
exercise, with periodic adjustments of the esti
mated loss accrual, and ultimate recording of
the repurchased security at the lower of cost or
market?
[EITF 85-40]

Debtor's Accounting for a Modification of Debt Terms
If a modification of debt terms occurred, was the
exchange of a new noncallable debt instrument for
an older callable debt instrument accounted for as
the extinguishment of the older debt issue?

3-3

Yes
If, instead of acquiring debt securities directly,
a borrower loans funds to a third party who in turn
acquires the borrower's original debt securities
with the agreement that the respective receivables
and obligations will be setoff as they become due,
has the borrower continued to account for the ori
ginal debt securities (and not considered them as
extinguished) and not offset the debt against the
third party receivable in the borrower's financial
statements?
[EITF 86-18]
Convertible Bonds With a "Premium Put"
If convertible bonds were issued at par with a
"premium put" allowing the investor to redeem the
bonds for cash at a date or dates prior to maturity,
were the following considered:
a.

Was the liability for the put premium accrued
over the period from the date of debt issuance
to the initial put date?

b.

Does the accrual continue regardless of any
changes in the market value of the debt or
underlying stock?

c.

If the put expires unexercised and the market
value of the common stock under conversion
exceeds the put price, was the put premium
accrued credited to additional paid-in capital?

d.

If the put expires unexercised and the put price
exceeds the market value of the common stock
under conversion, is the premium amortized as a
yield adjustment over the remaining term of the
debt?
[EITF 85-29]

Demand Notes With Repayment Terms
If there is a loan agreement with specified repay
ment terms, but the creditor at his discretion can
demand payment at any time, is the liability classi
fied as a current liability?
[EITF 86-5]

3-4

___

NO

N/A

Yes

No

N/A

Sale of Bad Debt Recovery Rights
If a financial institution sells to a third-party,
(with no recourse to the seller) the right to an
amount of future recoveries on loans previously
written off as uncollectible, was the transaction
recorded as a secured borrowing?
[EITF 86-8]
Increasing Rate Debt
If a debt instrument that matures periodically can
be extended at the option of the borrower until the
final maturity date at increasing rates of interest,
were the following considered:
a.

Was the periodic interest expense determined
using the interest method based on the esti
mated outstanding term of the debt?

b.

In estimating the term of the debt, did the
borrower consider its plans, ability and intent
to service the debt?

c.

Was the debt issue cost amortized over the same
period used for the interest cost?

d.

If the debt is paid at par prior to its esti
mated maturity, was any excess interest accrued
adjusted to interest expense and not considered
an extraordinary item?

e.

Does the classification of the debt as current
or noncurrent reflect the anticipated source of
repayment? (It need not be consistent with the
time frame used to determine periodic interest
cost.)
[EITF 86-15]

Third-Party Establishment of CMO's
If the financial institution sells mortgage loans to
an unrelated third party and cannot repurchase the
loans, nor is it at risk except for eligibility
defects, and through CMO's acquires the right to
receive a defined portion of the total payment from
the mortgages in excess of the amount required to
service the mortgages (residual interest), was the
gain or loss on the sale, including the present
value of the residual interest if it can be reliably
estimated, recognized in the period of sale?
[EITF 86-24]
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Offsetting Foreign Currency Swaps
If the enterprise entered into a foreign currency
swap contract to replace foreign currency debt with
reporting currency debt, is the contract accounted
for separately and not netted against the foreign
currency debt (because they are two separate legal
transactions and do not have the right of setoff)?
[EITF 86-25]

___

Classification of Obligations When a Violation is
Waived by the Creditor
If a covenant on a long-term loan agreement is not
met, and thus the lender has the right to call the
debt, and the lender waives that right for a period
of greater than one year but retains the future
covenant requirements, was the debt classified as
noncurrent unless (1) the covenant violation occur
red at the balance sheet date or would have occurred
absent a loan modification, and (2) it is probable
the enterprise will not be able to comply with the
covenant at a measurement date within the next 12
months?
[EITF 86-30]

___

Early Extinguishment of Subsidiary's Preferred Stock
If the enterprise purchases (early extinguishment)
a wholly-owned subsidiary's mandatorily redeemable
preferred stock, was the transaction considered a
capital stock transaction, (thereby excluding any
gain or loss from income)?
a.

In consolidated financial statements, were
dividends on the subsidiary's preferred stock,
whether mandatorily redeemable or not, included
in minority interest as a charge against income?
[EITF 86-32]

Futures Contracts Used as a Hedge
If a financial institution entered into a futures
contract because it expects future issuances of
reverse repurchase agreements, was any gain or loss
accounted for as a hedge transaction if the futures
contract reduces the interest rate risk and the cri
teria in paragraph 9 of FASB Statement No. 80,
Accounting for Futures Contracts (AC F80.109) are
satisfied?
[EITF 86-34]
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___

NO

N/A

Yes

No

N/A

Mortgage Prepayments on Amortization of Servicing
Rights
If the enterprise owns mortgage servicing rights,
and experienced unanticipated mortgage prepayments,
did the enterprise avoid a write-down if the future
net servicing income exceeds the asset's carrying
amount?
If the enterprise has mortgage servicing rights, and
the fee for servicing exceeds a normal service fee,
was the excess service fee receivable written down
to the present value of the estimated remaining
future excess service fee revenue using the same
discount factor used to calculate the original
excess service receivable?
[EITF 86-38]
Sale of Mortgage Loans With Servicing Retained
If an enterprise purchases loans with
of subsequently selling the loans and
servicing rights, was any gain on the
offset against the amount capitalized
the servicing rights?
[EITF 86-39]

the intention
retaining the
sale first
as the cost of

Valuing Speculative Foreign Exchange Contracts
Was the optional discounting (or net present value)
approach considered to calculate the gain or loss on
unsettled speculative foreign currency forward
exchange contracts?
[EITF 87-2]
Troubled Debt Restructuring
If a savings and loan institution has a troubled
debt restructuring that involves only a modifica
tion of terms, was a loan loss allowance estab
lished based on net realizable value of the under
lying collateral?
[EITF 87-5]
Substituted Debtors in a Troubled Debt Restructuring
In a troubled debt restructuring, if a debtor with
the creditor's approval sells the collateral for a
price with a present value less than the creditor's
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Yes
net investment in the loan, and the third party
purchaser must make the payments to the creditor,
did the creditor recognize a loss on the disposition
of the original loan and record an asset for the
fair value of the payments to be received?
[EITF 87-19]
Debentures With Detachable Stock Purchase Warrants
If an enterprise issued subordinated notes with
detachable warrants to purchase the enterprise's
stock and granted the right to require the enter
prise to repurchase all or any portion of the
warrants for a higher price, were the following
considered:
a.

Were the proceeds allocated between the liabil
ity and the warrant and the discount amortized
in accordance with APB Opinion No. 21, Interest
on Receivables and Payables (AC I69)?

b.

Was the carrying amount of the warrant accrued
to the put price?

c.

If the put price is substantially higher than
the value of the warrant exclusive of the put
at the time of issuance, was the accrual
reported as interest expense?
[EITF 86-35]

Investments in Open-End Mutual Funds
If the financial institution invested in a mutual
fund, was the investment reported at the lower of
cost or market?
[EITF 86-40]
Foreign Debt-For-Equity Swaps
If an enterpise enters into a transaction to ex
change U.S. dollar-denominated debt due from a
foreign government or company for an investment in
the foreign company denominated in the foreign cur
rency, was the amount by which the local currency
proceeds translated at the official exchange rate
exceeds the cost of the debt used to reduce (1) the
basis of any long-lived assets acquired or con
structed or (2) the basis of any existing long-lived
assets other than goodwill?
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No

N/A

Yes
a.

No

N/A

If the foreign investee (1) has no significant
assets or liabilities other than local currency
debt, (2) has an accumulated deficit and (3) the
proceeds from the debt-equity swap are used to
extinguish the debt, was the excess reported as
negative goodwill?
[EITF 87-12]

Zero Coupon Bonds in a Troubled Debt Restructuring
In a troubled debt restructuring, if the debtor,
with the creditor's approval, sells the collateral
at less than the creditor's net investment in the
loan and the debtor invests the proceeds in zero
coupon bonds held by the creditor as collateral, did
the creditor recognize a loss on the satisfaction of
the loan and record an asset for the fair value of
the zero coupon bonds?
[EITF 87-18]
Sale of a Short-Term Loan Made Under a Long-Term
Credit Commitment
If a financial institution involved in commercial
lending made a short-term loan under a long-term
credit commitment and transferred the short-term
loan that contains substantive subjective or objec
tive covenants to a third-party without recourse,
were the following considered:
a.

Was the transfer of the short-term loan
accounted for as a sale?

b.

Were any commitment fees received on the long
term commitment recognized in accordance with
FASB Statement No. 91, Accounting for Nonrefundable Fees and Costs Associated With Originating
or Acquiring Loans (AC L20)?
[EITF 87-30]

Sale of a Put Option on Issuer's Stock
If a company sells for cash put options that enable
the holder to sell the company a share of the com
pany's common stock at a fixed price, were the
following considered:
a.

Were the proceeds of the put option, whether
or not exercisable on the date of issuance,
recorded in permanent equity and transferred
to temporary equity at an amount equal to the
redemption price of the common stock?
3-9

Yes
b.
c.

d.

Were subsequent changes in the market value of
the options not recorded?

___

Was the equity section of the balance sheet
adjusted only when the options were redeemed,
exercised or expired?

___

Was the effect on earnings-per-share considered?

___

If a public corporation distributed stock apprecia
tion rights to its shareholders and at the issue
date and the strike price was higher than the market
price, was the fair value of the rights accounted
for as a stock dividend?
[EITF 87-31]
Mortgage Swaps
If the enterprise engaged in a mortgage swap (not an
interest rate swap) involving (1) declining notional
principal amount, (2) periodic cash settlements for
adjustments of the premium or discount resulting
from mortgage payment activity, and (3) settlement
with cash or delivery of securities at a predeter
mined termination date, were the following con
sidered:
a.

At the inception of the transaction, was the
notional amount of the mortgage-backed security
and the related notional debt not recognized on
the balance sheet (because they are similar to
an executory contract)?

b.

For swaps that do not qualify for hedge account
ing, were subsequent changes in market value of
the mortgage swap recognized during the term of
the swap using market value or lower-of-cost-ormarket approach consistent with the enterprise's
accounting for similar investments?

c.

Was hedge accounting used if the hedge criteria
under existing GAAP was met?
[EITF 88-8]

Put Warrants
If the enterprise issued put warrants, allowing the
holder (1) to acquire common stock at a specified
price, (2) to put the instrument back to the issuer
for a cash payment, or (3) to acquire common stock
and put that stock back to the issuer for a cash
payment, were the following considered:
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No

N/A

Yes
a.

N/A

Were the proceeds applicable to the put warrants
classified as equity (except for situations
discussed in EITF 86-35) (similar to that for
mandatorily redeemable preferred stock)?
(i)

(ii)
b.

No

Did a public company classify the put
warrants as temporary capital in accor
dance with SEC ASR 268, Presentation in
Financial Statements of "Redeemable
Preferred Stocks?"
Was the classification of put warrants
not changed subsequent to issuance?

Were the put warrants adjusted from the value
assigned at the date of issuance to the highest
redemption price?
(i)

Was this accrual made over the period
from the date of issuance to the earliest
put date of the warrants?

(ii)

Were changes in the highest redemption
price after date of issuance but before
the earliest put date considered as a
change in accounting estimate and
accounted for prospectively?

(iii)

Were changes in the highest redemption
price after the earliest put date
recognized in the current period?

(iv)

Were the adjustments consistent with the
balance sheet classification (i.e., if
considered debt, the adjustment should
be reported as interest expense; if con
sidered equity, the adjustment should be
reported as a charge to retained earn
ings)?

(v)

Were the put warrants included in the
earnings-per-share calculation using the
more dilutive of the "equity" or "debt"
basis?
[EITF 88-9]

Allocation When a Loan or Part of a Loan is Sold
If the enterprise acquired or originated a loan and
sold the right to receive either the interest pay
ments or the principal payments, or a portion of
both, was the carrying amount of the loan sold allo
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Yes
cated between the portion sold and the portion
retained based on the relative fair values on the
date the loan was acquired (adjusted for payments
and other activity between the acquisition date and
sale date)?
a.

If fair value on the acquisition date cannot be
determined, was that allocation based on the
relative fair values at the date of sale?

b.

Did any gain recognized not exceed the gain that
would be recognized if the entire loan was sold?

c.

Were the amounts included in the allowance for
loan losses excluded from the calculation?

d.

If excess servicing was retained, was a portion
of the recorded investment allocated to excess
servicing based on its relative fair value?
[EITF 88-11]

Securitization of Credit Card Portfolios
If a financial institution securitized a credit card
portfolio, were the following considered?
a.

Was the amount received from transferring (to
investors) a participating interest in the
credit card receivables in a trust accounted
for as a sale only if the conditions specified
in paragraph 5 of FASB Statement No. 77, Report
ing by Transferors for Transfers of Receivables
with Recourse (AC R20.105) were met?

b.

If, at the beginning of any liquidation period,
the percentage of principal payments allocated
to the investors exceeded the investors’ owner
ship interests in the receivables in the trust,
was the transaction not considered a sale,
(because under the liquidation method, the buyer
would have the ability to require the seller to
repurchase some of the receivables)?

c.

Was any gain on the sale of receivables limited
to the amount of receivables existing at the
date of sale (and did not include any amounts
related to future receivables expected to be
sold during the reinvestment period)?
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___

NO

N/A

Yes
d.

No

N/A

Were the terms of the transaction carefully
reviewed to determine whether a loss should be
recognized for the costs expected to be incurred
for all future servicing obligations, including
costs for receivables not yet sold?
[EITF 88-22]

Fees and Costs in a Loan Syndication or Participation
If a financial institution arranges a lending syn
dicate and funds a portion of the loan, or origi
nates a loan and at or near the same time sells a
participation in the loan, are the fees and costs on
the transaction recognized as adjustments of the
yield over the life of the loan in accordance with
FASB Statement No. 91, Accounting for Nonrefundable
Fees and Costs Associated with originating or
Acquiring Loans (AC L20)?
a.

Was a transaction legally structured as a par
ticipation accounted for as a syndication if
within 60 days of the initial funding date the
institution sold at least 50 percent of the
loan to other independent enterprises and the
risks and rewards were shared proportionately
from the date of sale?

b.

If the above conditions were not met, was the
transaction accounted for as a participation,
in accordance with the provisions of FASB
Statement No. 91 (AC L20)?
[EITF 88-17]

FSLIC-Assisted Acquisition of Thrifts
If a savings institution (Thrift) is acquired pur
suant to an assistance agreement between the
acquiror and the FSLIC (or its successor) ("the
governmental agency"), were the following considered
(this guidance also applies to regulatory assisted
acquisitions of banks):
a.

If there was a tax-sharing arrangement with the
governmental agency to share in a specified per
centage of certain income tax benefits realized
by the Thrift, were the tax benefits the govern
mental agency is entitled to receive under the
agreement offset against the income tax benefits
realized by the Thrift (because the Thrift is
considered a conduit for the tax benefits
accruing to the governmental agency)?
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Yes
b.

c.

If there is a yield maintenance agreement (that
(1) guarantees additional interest on specified
interest bearing assets, (2) a level of return
on specified non-interest bearing assets, (3)
reimbursement if covered assets are ultimately
collected or sold for amounts less than a spe
cified amount, or (4) any combination thereof),
are the assets covered by the agreement con
sidered interest bearing (for the purpose of
applying FASB Statement No. 72, Accounting for
Certain Acquisitions of Banking or Thrift
Institutions) even if the covered assets are
non-interest bearing?

___

To allocate the purchase price of acquired
assets based on fair values, was the stated
interest rate (the guaranteed yield or level
of return on covered assets) specified in
the agreement considered a market rate?

___

(i)

d.

e.

f.

g.
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If the above rate is not used as the
market rate, was another rate, selected
by the acquiror, determined in accordance
with paragraph 88 of APB Opinion No. 16,
Business Combinations (AC B50.146)?

___

If an asset covered by the yield maintenance
agreement was converted to a different covered
asset, was the basis of the asset not changed?

___

Were losses resulting from contingencies related
to the acquisition (covered by the indemnifica
tion provisions of the agreement) recognized by
the acquiror net of reimbursements received or
receivable from the governmental agency?

___

If part of the governmental agency assistance
involved a note receivable and cash from the
sale of the Thrift's equity securities, was a
portion of the note receivable equal to the fair
value of the equity securities sold to the
governmental agency offset against the equity
securities (unless it can be demonstrated the
equity security is economically separable from
the note)?
(See the actual EITF for conditions that would
determine economic separability.)
If a note receivable from the governmental
agency is offset against the equity from the
securities issued by the Thrift, are subsequent
dividend payments to the governmental agency on

___

NO

N/A

Yes

No

N/A

the equity securities netted against cash
receipts from the governmental agency for
interest payments on the note, and the net
amount recorded as regulatory assistance?
[EITF 88-19]
Purchased Credit Card Portfolio
If an enterprise purchases a credit card portfolio
including the cardholder relationship, was the dif
ference between the amount paid for the portfolio
and the sum of the balances of the credit card loans
at the date of purchase (the premium) allocated be
tween the cardholder relationships acquired and the
loans acquired?
a.

Is the premium related to the cardholder rela
tionships considered an intangible asset and
amortized over the period estimated to be bene
fited in accordance with APB Opinion No. 17,
Intangible Assets (AC I60)?

b.

Is the premium allocated to the loan portion
being amortized over the life of the loan (in
cluding any repayment period beyond expiration
of the card if the card is not renewed) in
accordance with FASB Statement No. 91,
Accounting for Nonrefundable Fees and Costs
Associated with originating an Acquiring Loans
(AC L20)?
[EITF 88-20]

Liquidating Bank
If a bank with a substantial amount of nonperforming
assets transfers the assets to a "liquidating bank,"
were the following considered:
a.

Did the liquidating bank's financial statements
report the assets and liabilities at fair
values?

b.

Were any increases or decreases during the
period in the value of the assets and liabil
ities recognized currently by the same method
used to develop the initial fair values (unless
there was a change in circumstances as to the
anticipated timing and manner of disposition)?
[EITF 88-25]
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Yes
Maximum Maturity Guarantees on Transfers of Receivables
With Recourse
If the enterprise transferred its receivables to
another entity with recourse and the purchaser has
the option to "put" the receivables back to the
seller (or the seller has the option to "call" the
receivables) at a future date when the outstanding
balances are expected to be minor based on the
contractual payment schedule of the underlying
receivables (but are not minor based on the seller's
estimate of prepayment), was the transaction record
ed as a sale?
a.

Was a sale not recorded if the future date is
based on the seller's estimate of prepayments?
[EITF 89-2]

___

Exchange of Interest-Only and Principal-Only Securities
for a Mortgage-Backed Security
a.

b.
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If an interest-only (I-O ) security or a
principal-only (P-O ) security (which represent
ownership of undivided interests in the interest
or principal payments, respectively of mortgagebacked securities) of one trust is exchanged for
an I-O or P-O security of another trust, was the
acquired security recorded at fair value unless
the securities exchanged are "substantially the
same" (as defined by AICPA SOP 90-3)?
Was the exchange of the I-O and P-O securities
of the same trust for the related mortgagebacked security recorded at fair value?
[EITF 90-2]

___

No

N/A

CHAPTER 4

[RESERVED]

CHAPTER 5
INCOME TAXES
Yes

NO

N/A

Push-Down Accounting
If an enterprise acquires an entity through
liquidation, corporate reorganization, or statutory
merger, was appropriate disclosure made of the
method of allocating the consolidated tax provi
sion?
[EITF 86-9]
Tax Indemnifications in Lease Agreements
If an enterprise as lessee entered into a lease
containing indemnification clauses that indemnify
lessors, on an after-tax basis, for certain tax
benefits the lessor may lose if a change in the tax
law precludes realization of those tax benefits,
were the following considered concerning any indem
nification payments:
a.

For operating leases, were the payments
accounted for as additional expense ratably
over the remaining lease term irrespective
of when made?

b.

For capital leases, was the basis of the
leased asset adjusted?

If an enterprise as lessor entered into a lease
containing indemnification clauses that indemnify
the lessor, on an after-tax basis, for certain tax
benefits the lessor may lose if a change in the tax
law precludes realization of those tax benefits,
were the following considered concerning any indem
nification payments:
a.

Allocation of the payments into two parts:
any investment tax credit lost and (2) all
other tax effects?
(i)

(1)

Was the portion related to ITC's accounted
for consistent with the lessor's
accounting policy for ITC's? That is,
were the payments allocated to the ITC
recognized in the income statement in the
same period as the ITC would have been
recognized?
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Yes
(ii)

If a capital lease, were the remaining
payments accounted for as an adjustment
of the lessor's investment, or if an
operating lease, were those remaining
payments recognized ratably over the
lease term?
[EITF 86-33]

Effect of a Change in Tax Laws or Rates on Leveraged
Leases
For leveraged leases, was the effect of a change in
tax law or rates calculated and reported for all
components of the leveraged lease from its incep
tion based on the revised after-tax cash flows
arising from the change in the tax law, with the
difference included in income in the year the tax
law was enacted?
a.

For public companies, was the cumulative effect
on pretax income and income tax expense
reported as a separate line item in the income
statement?
[EITF 86-43]

Effect of a Change in Tax Law on Safe Harbor Leases
For "safe harbor leases", was the effect of a
change in tax law concerning net income to be
recognized by an investor recalculated from incep
tion and the difference either (1) included in
income in the year the tax law was enacted, or (2)
accounted for prospectively?
[EITF 86-44]
Uniform Capitalization Rules for Inventory
If the Uniform Capitalization Rules for Inventory
under the Tax Reform Act of 1986 were applied to
inventories for tax purposes, was it determined if
it is preferable or appropriate to capitalize those
costs for GAAP purposes?
[EITF 86-46]
Tax Reform Act of 1986 - AMT
If the company is subject to the "Alternative
Minimum Tax" (AMT) under the Tax Reform Act of 1986,
and accounts for income taxes under APB Opinion No.
11 Accounting for Income Taxes, were the following
considered? (Note- Many of these conclusions have
been modified by FASB Statement No. 96, Accounting
for Income Taxes).
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No

N/A

Yes
a.

Was the AMT in excess of regular tax not viewed
as a prepayment of future regular tax to the
extent it results in an AMT credit?

b.

How the AMT should affect the amount of deferred
taxes on originating timing differences based
on the with-and-without computation? (Under
Statement 96, the concept of originating timing
differences does not exist, nor is the withand-without method used.)

c.

How the amount of AMT credit should be deter
mined for financial reporting purposes (i.e.,
the AMT credit is the amount that AMT on finan
cial income exceeds the regular tax computed on
financial income)?

d.

If realization of AMT is assured beyond a
reasonable doubt, was the excess credit
recognized as an asset prior to realization in
the tax return? (Under Statement 96, the
drawdown of existing net deferred tax credits
no longer is applicable.)

e.

If not assured beyond a reasonable doubt, did
the credit offset existing deferred tax
credits?

f.

Was the excess AMT credit that was offset
against existing net deferred tax credits
limited to the difference between the regular
tax provided on timing differences when origi
nated and the AMT to be paid on reversal?

g.

Were limitations on originating timing dif
ferences based on a with-and-without com
putation?

h.

If AMT credits previously recognized by offset
of deferred taxes subsequently are used in the
tax return, were the reinstated deferred taxes
equivalent to the AMT credits realized as a
reduction of taxes payable?

i.

Under the net change method, were deferred
taxes provided or amortized based on the dif
ference between income tax on taxable income
and income tax on taxable income adjusted for
the aggregate timing differences?

No

N/A

5-3

Yes
j.

To the extent AMT is used to reduce taxes on
existing timing differences to an amount less
than the deferred tax credits after the prior
drawdown for ITC carryforwards, were existing
deferred tax credits further reduced by the AMT
credit?

k.

Were assumptions included concerning the effect
of AMT, (after considering its consolidated tax
position) on leveraged lease computations and
any changes in the assumptions resulting in an
adjustment included as a gain or loss in the
year of change? (Note: Statement 96 did not
affect the accounting for leveraged leases
required by Statement 13.)

l.

If total net income from the leveraged lease
changed due to the effect of the AMT on cash
flows for the lease, were the leveraged lease
computations revised?

m.

In a purchase business combination, was the
effect of the AMT considered to determine the
amounts to be assigned to assets acquired and
liabilities assumed?
[EITF 87-8]

Classification of Payments to IRS to Retain Fiscal Year
Was a payment by a partnership or an S corporation to
the IRS to retain its fiscal year rather than adopt
a calendar year for tax purposes, classified as an
asset (deposit)?
[EITF 88-4]
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NO

N/A

CHAPTER 6
INVENTORIES
Yes

NO

N/A

Market Declines at Interim Dates
During an interim period, was any decline in the
market price of inventory below cost written down
to the lower-of-cost-or-market (unless substantial
evidence exists that market prices will recover
before the inventory is sold or in the case of LIFO
inventory, that inventory amounts will be restored
by year-end)?
[EITF 86-13]

6-1

CHAPTER 7
LEASE ACCOUNTING
Yes

No

N/A

Consideration of Executory Costs in Sale-Leaseback
Transactions
In a sale-leaseback transaction, were the executory
costs (insurance, maintenance and taxes) excluded
from the calculation of the deferred profit
irrespective of who pays the costs or the classifi
cation of the leaseback?
[EITF 89-16]
Accounting for Cross Border Tax Benefit Leases
If cash consideration is received by a U.S.
enterprise from a foreign investor for tax benefits
the foreign investor will obtain in the foreign tax
jurisdiction, was income recognition based on the
individual facts and circumstances?
a.

Was income not recognized immediately if
there was more than a remote possibility the
cash consideration received will be lost due
to indemnification or other contingencies?
[EITF 89-20]

Sale of Property Subject to the Seller's Preexisting
Lease
If the enterprise owns property or an interest in
property and is also a lessee under an operating
lease for all or a portion of the property and the
owner-lessee sells its interest in the property to
an independent third party and continues to lease
the property under the preexisting operating lease,
was the transaction accounted for as a saleleaseback?
[EITF 88-21]
Cost Associated With Lease-Modification or
Terminations
If a new lease was entered into with a different
lessor prior to the expiration of an existing
operating lease, were the following considered:
a.

Were any moving costs expensed?

7-1

Yes

7-2

b.

Were any remaining costs such as rental
payments, capitalized leasehold improvements,
and penalties for early termination of the
lease expensed if the property has no future
use or benefit to the lessee?

c.

If the lessee will receive sublease income on
the original property, was the amount of
expense to be recognized reduced by the actual
or discounted amount of the sublease income?
[EITF 88-10]

No

N/A

CHAPTER 8
OFF BALANCE-SHEET FINANCING
Yes

NO

N/A

Leveraged Leases
Did the enterprise classify as leveraged leases,
real estate leases, and sale-leaseback transactions
that meet the criteria in paragraph 42 of FASB
Statement No. 13, Accounting for Leases (AC L10.144)
and FASB Statement No. 98?
If there was a delayed equity contribution by a
lessor in a leveraged lease transaction, was the
lessor’s obligation for that contribution recorded
as a liability at its present value at the incep
tion of the leveraged lease?
[EITF 85-16]

8-1

CHAPTER 9
PENSIONS AND EMPLOYEE BENEFITS
Yes

No

N/A

Lump-Sum Payments Under Union Contracts
If the enterprise, in connection with a union
contract, made lump-sum payments in lieu of an
increase in base wage rates, is the lump-sum
payment being deferred and amortized over the
contract period if it is clear the payment will
benefit a future period in the form of a lower
base wage rate?
[EITF 88-23]

___

Stock Compensation Issues Related to Market Decline
If, due to a market decline or other event, a stock
option plan (including restricted options) is re
priced or cancelled and reissued, was (1) compen
sation expense measured for the reduction of the
exercise price as if a new measurement date had
occurred and amortized over the remaining vesting
period, (2) none of the original compensation ex
pense amounts reversed, and (3) the original compen
sation expense continues to be amortized or accrued?

___

If a stock option (including restricted options) is
repurchased in contemplation of issuing a new
option that contains terms identical to the
remaining terms of the original option except for a
reduction in the exercise price, was the guidance
above applied to the transaction and the cash paid
charged to expense in the current period?

___

If the original option terms are not changed but
the enterprise grants new options with the stipula
tion that each share acquired through exercise
under the new grant cancels a proportionate number
of shares available under the original grant and
vice versa, were the awards considered variable and
compensation measured at each reporting date?

___

If the stock option contains a stock indemnifica
tion right to protect the employee from a decline
in the market price of the stock after the exercise
date, was the right accounted for as a variable
award and compensation measured at each reporting
date?
[EITF 87-33]

___
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Yes
Book Value Stock Purchase Plans
If a privately held company has a stock purchase
plan where (1) the purchase price is a formula based
on book value or earnings, and (2) the purchaser is
required to sell the shares back to the company at
retirement or upon leaving the company at a price
determined in the same manner as the purchase price,
has the company not recognized any compensation ex
pense for increases or decreases in book value
during the employment period if the employee makes a
substantive investment that will be at risk for a
reasonable period of time?
If the privately held company grants options at a
formula price and the employee can resell the
options (or the shares received upon exercise) to
the company at any time, was compensation expense
recognized for any increase in option value from
the grant date to exercise date?
a.

Is additional compensation expense recognized
if the shares are sold back to the company
shortly after exercise?

If an employee sold shares back to an employee
stock option plan (ESOP), did the entity not
recognize any compensation expense for the excess
of the sales price over the ESOP purchase price?
[EITF 87-23]
Book Value Stock Plans in an Initial Public Offering
If the enterprise is publicly held, was a book
value stock purchase plan considered a performance
plan and accounted for like a stock appreciation
right?
If the enterprise had an initial public offering,
and has a book value stock purchase plan that con
verts to an option to purchase unrestricted stock
(market value stock option), was compensation
expense recognized for the difference between
market value and book value at the date of the suc
cessful completion of the offering (in addition to
compensation expense previously recognized for
actual changes in book value)?
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No

N/A

Yes

No

N/A

For a book value stock purchase plan that remains a
book value option plan after the successful comple
tion of an initial public offering, was compen
sation expense recognized for any change in book
value resulting from the offering?
For a book value stock purchase plan that converts
to a market value stock option as part of an ini
tial public offering:
a.

Was compensation expense not recognized at the
time of the offering for the difference between
market value and book value?

b.

For book value shares issued under the purchase
plan within one year of the initial public
offering, was compensation expense recognized
for the difference between the book value price
and the estimated fair value at the date of
issuance?

c.

Subsequent to the offering, was no further com
pensation expense recognized assuming the plan
remains a fixed plan under APB Opinion No. 25,
Accounting for Stock Issued to Employees (AC
C47 )?

For a book value stock option plan that remains a
book value stock option plan after the initial
public offering:
a.

Was compensation expense not recognized upon
successful completion of the initial public
offering?

b.

For book value shares issued under the purchase
plan within one year of the initial public
offering, was compensation expense recognized
under variable-plan accounting for actual
changes in book value since the date of issu
ance?

c.

Was compensation expense recognized for
increases in book value after the offering?

Does the registration statement filed in conjunc
tion with the initial public offering include prom
inent pro forma disclosure of the additional
compensation expense related to book value shares
issued within one year of the initial public
offering?
[EITF 88-6]
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Yes
Determination of Vested Benefit Obligation for a
Defined Benefit Pension Plan
For some defined benefit pension plans (typically
foreign plans), is the vested benefit obligation
either (1) the actuarial present value of the
vested benefits to which an employee is entitled if
the employee separates immediately or (2) the
actuarial present value of the vested benefits to
which the employee currently is entitled based on
the employee's expected date of separation or
retirement?
[EITF 88-1]
Measurement of Excess Contributions to a Defined
Contribution Plan or ESOP
If an enterprise terminates a defined benefit plan
and (1) contributes the assets withdrawn to either
a defined contribution plan or an ESOP, (2) the
amount contributed is in excess of the employer's
required annual contribution to the plan, and (3)
the risk and rewards of the ownership of the assets
are retained by the employer, were the following
considered:
For a defined benefit plan:
a.

b.

Is the excess contribution that is not allo
cated to individual participants accounted for
as an asset regardless of the source of funds?
Was the unallocated amount treated as if it
were part of the employer's investment port
folio and recorded as an asset?
(i)
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Is the income attributed to such securi
ties including dividends, interest, and
realized gains and losses reported in a
manner consistent with the employer's
reporting of similar items?

c.

Is compensation expense recognized at the time
allocation is made by the plan based on the fair
market value of the assets at the time?

d.

For a defined contribution plan or an ESOP, are
the unallocated assets consisting of the
employer's own stock recorded as treasury stock
in the employer’s financial statements?

___

NO

N/A

Yes
e.

No

N/A

For a defined contribution plan or an ESOP, are
the unallocated assets consisting of the
employer’s debt securities recorded as assets
(rather than debt extinguishments) in the
employer's financial statements?

For an ESOP:
a.

If the excess contribution is not allocated to
individual participants, are the unallocated
shares of the employer's own common stock
reported as treasury stock?

b.

Is compensation expense at the date of alloca
tion recognized based on the then current
market price of the stock and the difference
between the purchase price and the current
market price recognized as an increase or
decrease in shareholders’ equity?

c.

Were the dividends paid on the unallocated
shares of the employer and invested in addi
tional stock of the employer used to increase
treasury stock rather than to reduce retained
earnings?

d.

(i)

Was (a) compensation expense charged for
dividends paid to participants on the
unallocated shares, and (b) retained earn
ings charged for dividends on the allo
cated shares?

(ii)

Were prepayments on ESOP debt (using
dividends on unallocated shares accounted
for as treasury stock) treated as compen
sation expense?

Were the unallocated shares of the employer's
common stock considered as not outstanding for
purposes of computing earnings-per-share?
[EITF 86-27]

Recognition of Insurance Death Benefits
If the enterprise as beneficiary purchased life
insurance on the lives of employees (1) was an
asset recognized for the amount that could be
realized under the insurance contract as of the
balance sheet date, and (2) did the enterprise not
recognize income from death benefits based on an
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Yes
actuarially expected basis, but rather upon the
actual death of the insured?
[EITF 88-5]
Recognition of ESOP Debt
Did the employer/sponsor of an ESOP record a
liability for ESOP debt unless the ESOP has the
ability and intent to satisfy the debt from sources
other than dividends or contributions from the
sponsor, or from the sale of the sponsor’s
securities?
[EITF 89-10]
Accounting for Employer's Obligations for Future
Contributions to a Multiemployer Pension Plan
If the employer joined a multiemployer defined
benefit pension plan (or improved benefits under
the plan) and agreed to pay prior service costs,
was only the required contribution for the period
recorded as net pension cost and any contributions
due and unpaid recorded as a liability?
[EITF 90-3]
Earnings-Per-Share Treatment of Tax Benefits for
Dividends on Preferred Stock Held by an ESOP
To compute primary earnings-per-share, did the tax
benefit for dividends paid to an ESOP increase
earnings applicable to common shareholders, and was
the amount of any material benefit disclosed?
a.

Were the dividends earned on the preferred
stock held by the ESOP deducted from net
income, net of applicable income tax benefit?
[EITF 90-4]

Expense Recognition for ESOPs
Was the "shares allocated method" (as discussed in
the consensus) adopted for an ESOP's purchase of
the sponsor's shares after December 14, 1989?
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a.

Was interest expense recognized as incurred?

b.

Was the compensation portion recognized by
multiplying the original principal by the ratio
of shares allocated to total shares purchased?

___

NO

N/A

Yes
c.

If dividends were used to service the ESOP
debt, was the expense recognized during the
period reduced?

d.

Was the effect, if any, of initial application
of the consensus reported as the cumulative
effect of a change in accounting principle in
accordance with APB Opinion No. 20, Accounting
Changes (AC A06)?

e.

If at the initial application of this consensus
there is a difference between the expense
recognized and the cash contribution, was the
related debit adjusted for that difference?
[EITF 89-8]

No

N/A

Sponsor's Balance Sheet Classification of Capital
Stock With a Put Option Held by an ESOP
In a leveraged ESOP, if securities with a put
option are required by the SEC to be presented on
the balance sheet outside the equity section, was
the related loan to ESOP in the employer's equity
section similarly classified?
[EITF 89-11]
Earnings-Per-Share Issues Related to Convertible
Preferred Stock Held by an ESOP
If a sponsor issues high-yield convertible pre
ferred stock to an ESOP, has the following been
considered in computing earnings-per-share (EPS):
a.

Were the convertible preferred shares con
sidered common stock equivalents if the yield
at date of issuance was less than 66 2/3% of
the Corporate Aa bond rate?

b.

Was net income for EPS adjusted for the dif
ference between the amount of the current pre
ferred dividends and the amount of the
dividends on common shares considered outstand
ing?

c.

If there is a guaranteed minimum redemption
value for the convertible stock, and the market
value of the common stock falls below the
redemption value, was EPS calculated using the
number of common shares assumed to be issued
based on the market price at the close of the
period?
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Yes
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d.

If the number of shares issued or contingently
issuable subsequently changed because of
changes in the market price, was prior period
EPS data restated?

e.

If the redemption price guarantee in c. above
can be satisfied in cash, and the sponsor has
the ability and expressed intent to pay cash,
were no additional issuances of shares assumed
in the calculation, and was the stated conver
sion rate used for all shares?

f.

Were these consensuses applied to both the pri
mary and fully-diluted calculations, if the pre
ferred stock is a common stock equivalent?
[EITF 89-12]

NO

N/A

CHAPTER 10
REAL ESTATE
Yes

NO

N/A

Antispeculation Clauses in Real Estate Sales
If a land sale agreement contains an "antispec
ulation" clause requiring the buyer to develop the
land in a specified manner or period (otherwise the
seller may reacquire the property), was a sale
recognized if the probability of noncompliance
by the buyer is remote?
[EITF 86-6]
Homebuilders Recognition of Profit
Was the deposit method used to account for a
contract to construct a home on the homebuilder's
lot, until the conditions of paragraph 5 of FASB
Statement No. 66, Accounting for Sales of Real
Estate for full sales recognition are met (AC Re
1.105)?
[EITF 86-7]
Transfer of Ownership as Part of Down Payment
If a buyer pledges purchased property as security
for a note payable to a seller as part of the
initial investment, was a sale recorded under the
full accrual method?
[EITF 88-12]
Effects of Various Forms of Financing
If real estate was sold, were the proceeds of debt
obtained by the buyer from an independent third
party, secured by the purchased property, not
considered a part of the buyer's initial investment
under FASB Statement No. 66, Accounting for Sales of
Real Estate?
[EITF 88-24]
Sales of Real Estate With Insured Mortgages or
Security Bond
If profit on the sale of real estate is recognized
under the full accrual method:
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Yes
a.

Was a surety bond (or similar irrevocable
financial instrument) received by the seller
included as part of the buyer's initial and
continuing investment (if it contains certain
specified characteristics)?

b.

Was the purchase of mortgage insurance not
deemed to demonstrate a commitment by the buyer
to honor the obligation to pay for the
property?

c.

Was the mortgage receivable used to satisfy the
down payment requirements of FASB Statement
No. 66 insured under either the FHA or VA
program?
[EITF 87-9]

Valuation of Repossessed Real Estate Whose Sale was
Accounted for Under the Installment Method
If real estate sold and financed by the seller was
recorded by the creditor/seller on the installment
or cost recovery method under FASB Statement No. 66
and subsequently was foreclosed, was the foreclosed
property recorded at the lower of the net amount of
the receivable (including the accrual of interest
on the financing) or its fair value?
[EITF 89-14]
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NO

N/A

CHAPTER 11
OTHER
Yes

No

N/A

Non-Monetary Transactions and "Boot”
In an exchange of assets, were the following con
sidered:
a.

For nonmonetary transactions involving products
or properties held for sale, were they accounted
for based on recorded amounts if the products
or properties received will be sold in the same
line of business as the products or properties
given up (based on a "same line of business"
test in APB Opinion No. 29, Accounting for
Nonmonetary Transactions [AC N 35])?

b.

If a product or property held for sale is
exchanged for a productive asset, was it
accounted for at the recorded amount (if they
are in the same line of business)?

c.

If there was an exchange of nonmonetary assets
that otherwise would be based on recorded
amounts but it involves "boot", was the trans
action considered monetary (rather than non
monetary if the boot is at least 25% of the
fair value of the exchange) and recorded at
fair values?

d.

If the boot in the transaction is less than
25%, did the receiver of the boot recognize a
pro rata gain and the payer of boot not
recognize a gain?

e.

f.

Was an exchange of securities in which the
enterprise acquires control of a subsidiary
accounted for as a business combination in
accordance with APB Opinion No. 16, Business
Combinations (AC B50)?
Did the enterprise account for an exchange of
securities (other than an exchange involving a
joint venture or the acquisition of a minority
interest) accounted for by consolidation or by
the equity method as a nonmonetary transaction
in accordance with APB Opinion No. 29 (AC N35)?
[EITF 86-29]

___

___

___
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Yes
Exchange of Real Estate Involving Boot
For transactions involving an exchange of similar
real estate that is considered a monetary transac
tion because boot is at least 25% of the fair value
of the exchange, was an allocation made between the
monetary and nonmonetary portions, based on fair
values at the time of the transaction?
a.

For the receiver of boot, was the monetary por
tion accounted for as the equivalent of a sale
of an interest in the underlying real estate
and the nonmonetary portion accounted for at
the recorded amounts?

b.

For the payer of boot, was the monetary portion
accounted for as the acquisition of real
estate, and the nonmonetary portion accounted
for at the recorded amount?
[EITF 87-29]

Accounting for the Cost of Asbestos Removal
If a property with a known asbestos problem was
acquired, was the cost incurred to treat the
problem capitalized as part of the property?
For an existing property with an asbestos problem,
were the costs incurred to treat the problem capi
talized as a betterment subject to an impairment
test for that property?
a.

If the costs were incurred in anticipation of a
sale of the property, were the costs deferred
and recognized in the period of sale to the
extent the costs may be recovered from the
estimated selling price?

If the asbestos treatment costs were charged to
expense, are they not classified as an extraor
dinary item?
[EITF 89-13]
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NO

N/A

Yes

No

N/A

Accounting for a Modification of Debt Terms When the
Debtor is Experiencing Financial Difficulties
If an enterprise experiencing financial dif
ficulties exchanges existing debt for new debt with
the same creditors, with terms more favorable to
the creditor than the existing debt, but less
favorable than prevailing terms for new borrowings
by enterprises in similar circumstances, was a gain
not recorded?
[EITF 89-15]
Accounting for the Retail Sale of an Extended Warranty
Contract in Connection With the Sale of a Product
If a product is sold with an extended warranty,
were the revenues and related costs under
the warranty contract not recorded under the full
recognition method (revenues recognized at point of
sale and future estimated costs accrued)?
[EITF 89-17]
Divestiture of Certain Investment Securities to an
Unregulated Commonly Controlled Entity Under FIRREA
If a savings institution intends to transfer
below-investment-grade debt securities to an affil
iate, were the securities recorded at the lower of
cost or market (because it no longer has the abil
ity to hold the securities to maturity)?
[EITF 89-18]
Notes Receivable for Capital Stock
If an enterprise receives a note rather than cash
as a contribution to its equity, is the note
classified as a reduction of shareholders' equity
unless (in the very limited circumstance) there is
substantial evidence of ability and intent to pay
within a reasonably short period of time?
[EITF 85-1]
Accounting for Investments in Consolidation
If specialized accounting principles apply to a
wholly-owned subsidiary that is a small business
investment company (SBIC) or a venture capital
investment company, were those principles retained
in consolidation?
[EITF 85-12]
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Yes
Discontinued Operations
If a company plans to dispose of a segment of its
operation and expects to realize a net gain
(consisting of a gain on disposal reduced by
estimated losses from the segment up to the
disposal date), was the loss deferred until the
disposal date if there is reasonable assurance that
a net gain is anticipated?
[EITF 85-36]
If there is an expected net gain from the planned
disposal of two segments, (one has a net gain and
the other has a net loss), was that gain shown net?
[EITF 85-36]
Invasion of Defeasance Trust
If an enterprise previously accounted for an
in-substance defeasance, and for tax purposes
invades the trust to redeem some of the outstanding
debentures, was the previous recognition of the
extinguishment not affected?
a.

Was the purchase of the debentures accounted
for as an investment?

b.

Was the receipt of the assets from the trust
accounted for as an exchange of the investment
for the assets received?

c.

Were the assets received from the trust
accounted for at market value with any
resulting gain or loss not classified as
extraordinary?
[EITF 86-36]

Restructuring of Operations
For nonpublic companies, if there was a
restructuring charge, was it reflected using the
most meaningful income statement presentation
within the framework of APB Opinion No. 30?
For a public company, was the restructuring charge
presented as a component of income from continuing
operations in accordance with SEC SAB No. 67,
Income Statement Presentation of Restructuring
Changes?
[EITF 87-4]
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___

No

N/A

Yes

No

N/A

Adjustments Relating to Stock Compensation Plans
If the company revised a stock option plan because
of certain tax-motivated changes, were the following
considered:
a.

If there were only minor technical changes, and
the aggregate effect from the employee's
perspective is de minimis, was no new
measurement date established?

b.

If the plan contains a cash bonus feature to
reimburse employees for taxes payable from the
exercise of nonqualified options, was the
option accounted for as a "fixed" plan, and the
bonus feature as a "variable" plan if certain
conditions specified in the consensus were met?

___

If the option plan allows the use of option
shares to meet tax withholding requirements,
was it considered a fixed plan and no
compensation expense recorded?

___

c.

d.

If the option plan permits a "phantom" stockfor-stock exercise, is the plan considered a
fixed plan (provided the holding period
condition is met for which compensation expense
is measured at the date of grant)?
[EITF 87-6]

___

Distributions of Loans Receivable to Shareholders
If an enterprise distributes loans receivable to
its owners by (1) forming a subsidiary, (2)
transferring the loans receivable to the
subsidiary, and (3) distributing the stock of the
subsidiary to shareholders of the parent, were the
assets reported at fair value by the enterprise and
the recipient?
[EITF 87-17]

___

Allocation of Interest to Discontinued Operations
If an enterprise sells a portion of its business
and reports the sale separately as a discontinued
operation, was any interest expense allocated to
discontinued operations limited to (1) interest on
debt of the discontinued operations to be assumed
by the buyer and (2) an allocation of other
consolidated interest that is not directly related
to other operations of the enterprise?

___
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Yes
a.

Was general corporate overhead not allocated
to discontinued operations?
[EITF 87-24]

Sales of Future Revenues
If an enterprise sells future revenue and receives
cash from an investor and agrees to pay the
investor for a defined period a specified
percentage or amount of the revenue or measure of
income (gross margin, operating income, or pretax
income), were the following considered:
a.

Was the classification of the proceeds as debt
or as deferred income based on the specific
facts and circumstances of the transaction?

b.

If the transaction was recorded as debt, was it
amortized using the interest method?

c.

If the transaction was recorded as deferred
income, was it amortized using the
units-of-revenue method (which is based on
computing a ratio of the proceeds received to
the total payments expected over the term of
the agreement and applying that ratio to the
period's cash payment)?

d.

If classified as deferred income, did that
classification result in a nonmonetary
liability that is not subject to foreign
exchange gains or losses under FASB Statement
52, Foreign Currency Translation (AC F60)?

e.

If classified as debt, did that classification
result in no recognition of foreign exchange
gains or losses if (1) the debt is
contractually required to be repaid only to the
extent of future revenues, (2) there is no
recourse to the enterprise for the payments due
the investor and (3) the transaction is not
cancellable by either party?
[EITF 88-18]

Credit Union Savings Accounts
Are savings accounts of a credit union reported
unequivocally as a liability on the credit union's
statement of financial condition in accordance with
the AICPA Audit Guide for Credit Unions?
[EITF 89-3]
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NO

N/A

Yes

No

N/A

Medicare-Retroactive Wage Adjustments
For retroactive wage adjustments of Medicare, was
the gain or loss deferred and the contingency, if
material, disclosed in the financial statements?
[EITF 86-2]
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Capital Stock With a Put Option Held by an
ESOP
Earnings-Per-Share Issues Related to Convertible
Preferred Stock Held by an ESOP
Accounting for the Cost of Asbestos Removal
Valuation of Repossessed Real Estate Whose Sale
was Accounted for Under the Installment Method
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Accounting for a Modification of Debt Terms
When the Debtor is Experiencing Financial
Difficulties
Consideration of Executory Costs in
Sale-Leaseback Transactions
Accounting for the Retail Sale of an Extended
Warranty Contract in Connection With the Sale
of a Product
Divestiture of Certain Investment Securities to
an Unregulated Commonly Controlled Entity
Under FIRREA
Accounting for a Change in Goodwill Amortiza
tion for Business Combinations Initiated
Prior to the Effective Date of FASB Statement
No. 72
Accounting for Cross Border Tax Benefit Leases
Exchange of Interest-Only and Principal-Only
Securities for a Mortgage-Backed Security
Accounting for Employer's Obligations for
Future Contributions to a Multiemployer
Pension Plan
Earnings-Per-Share Treatment of Tax Benefits
for Dividends on Preferred Stock Held by an
ESOP
Exchanges of Ownership Interests Between
Entities Under Common Control
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TECHNICAL HOTLINE
The AICPA Technical Information Service answers
inquiries about specific audit or accounting problems.
Call Toll Free
(800) 223-4158 (Except New York)
(800) 522-5430 (New York Only)
This service is free to AICPA members.

